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BUSINESS 


Business activity fell sharply in 

@255.7 a Year Ago September, following the usual seasonal 

pattern; but the break was somewhat larger 

than normal. Although sluggish fall business 
appeared in several lines of activity, the 
principal cause for the drop in the Index of 

Business Activity wasthe 16 percent decline 

in sales reported by retailers, a decline so 

abrupt as to suggest considerable delinquency 
in reporting. The fact that the worst drop 
was inthe usually stable subsistence sales 
points toward such faulty reporting. But this 
suspicion was not upheld by a re-examination, 
made by the Bureau of Revenue, of the tax 
reports (which re-examination explains the 
delay in publishing this month's bulletin. ) 

Since the declinein sales activity also con- 
forms to the seasonal pattern, we cannot 
doubt that it was real. The big question is 
whether it was as deep as reported. 

50 Evidence that the September drop was 
serious is foundin corresponding declines in 
other measures of business activity: build- 
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ing permits, production of electric power 
and of natural gas, sales by utilities, and 

0 employment in some industries. 
(Continued on Page 19) 
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The Credit Union in the Consumer-Credit Picture 


"The people can do ten times what they think 
they can do."'--Father M. M. Coady, a Canadian 
credit-union leader. 


Necessity has mothered many a political, so- 
cial, or economic invention as well as millions 
of physicalones. One such device was the Amer- 
ican pattern of self-government, born of the 
combined needs of ordinary men for individual 
liberty and unified strength to insure that liberty. 
Also among such children of necessity should be 
listed the various cooperative ventures, most of 
them contrivances designed to meet specific ur- 
gencies or crises not easily handled by an indivi- 
dual alone. 


The cooperative credit union is such an inven- 
tion, one both social and economic in nature. 
Born of needs recognized even in Old Testament 
Days--primarily, the need of the common man 
for credit he could afford and for assistance in 
learning thrift--the credit-union movement has 
been variously described: real brotherhood on a 
practical level; democracy in action; a combina- 
tion of self-help and community responsibility; 
proof of the capacity of ordinary people to manage 
their own affairs. Whatever it is, one thing 
appears certain: the credit union has become an 
integral part of the consumer-credit picture of 
today. 


GENERAL GROWTH OF CREDIT UNIONS 

The uninitiated is, first of all, struck by the 
recent impressive expansion and strengthening 
of the credit-union movement. Back in 1921 the 
Western Hemisphere had a total of 290 credit 
unions, with about 200 ofthem inthe United States 
and none in New Mexico. At the end of 1957 there 
were in the Hemisphere 23,692; in the nation, 
18, 198--with some 200 new ones being organized 
each month; in the State, 101. In 1939 New Mex- 
ico had 11 such groups; by 1946, there were in 
this state 41 credit unions with 2,298 members, 
total assets of $139,693, and loans outstanding of 
$70,755; by Dec. 31, 1957, those figures had 
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grown to 37,154 members, nearly $13 million in 
total assets, and more than $10 million in loans 
outstanding. On the basis of last year's member- 
ship and the estimated 238,000 households then 
in the State, about one out of every six or seven 
New Mexico households had a direct interest in 
credit unions. Obviously, here is a movement 
worthy of the name. 


As arecent report of the U. S. Department of 
Health, Education, and Welfare says: 


"In a year marked by a general decline in bus- 
iness conditions, total assets of State-chartered 
credit unions passed the $2-billion mark for the 
first time..." 


A current report on federally chartered credit 
unions Says: 


"At the end of 1957 ... onehalf the (8,735 fed- 
eral) credit unions in operation had total assets 
of less than $70,689; 10: years earlier, half... 
had assets of less than $22,800 .... While oper- 
ating groups asa whole have increased 127 per 
cent over the 10-year period since 1947, those in 
the $100, 000-$499,999 size group have increased 
446 per cent, those with assets of $500,000 but 
lessthan $1,000, 000 have increased nearly 1,800 
per cent, and those in the million-dollar-and- 
over group went up from eight in 1947 to 340 at 
the end of 1957, a relative gain of 4,150 per 
cent. "' 


Savings (shares) in state and federal credit 
unions last year amounted to $3.3 billion, and 
members' deposits (restricted to state groups, 
since federal credit unions cannot accept them) 
added another $84 million. Assets exceeded $3.8 
billion. 


To understand both this amazing mushrooming 
of American credit unions and their significance 
as socio-economic institutions, we must first 
understand exactly what brought them into being 
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here as elsewhere, what they are inprinciple ana 
in structure, and how wellthey meet the necessi- 
ties which mothered them. 


CONSUMER CREDIT AND THE ECONOMY 

Since ours long ago became a credit-debt 
economy, any situation which affects the welfare 
of credit-debt relationships is of importance to 
everyone. A 1957 report of the Committee on 
Economic Policy of the U. S. Chamber of Com- 
merce makes this strong assertion: 


"It is not too much to say that industrial, free- 
enterprise capitalism, as it has developed, is 
inconceivable without a highly developed credit- 
debt system."' Even though the main reference 
here is toindustrial credit, nevertheless, the en- 
tire system is seen as imperative to the success 
of the American economy. And one basic seg- 
ment of that system is consumer credit. 


Consumer credit has outrun the growth of the 
National Gross Product. Between 1941 and 1956 
the GNP expanded 23 per cent; during the same 
period consumer credit grew 360 per cent. Ac- 
cording to Federal Reserve estimates, between 
1952 and early 1958 the number of American 
families without debt dropped from 49 per cent 
to 38 per cent, while the number owing at least 
$1,000 increased from 7 per cent of all those in 
debt to 17 per cent. 


As of last July 31, short- and intermediate- 
term consumer credit outstanding in this country 
totaled $44 billion, with instalment credit ac- 
counting for $33 billion. On the basis of the 
national population as estimated for that date 
(173, 260,000), these figures are equivalent toa 
short- or intermediate-term debt of $248 for 
every man, woman, and child inthe United States, 
with the instalment segment equalling $191 for 
each person. In 1941 the per-capita estimates 
would have been only $70 and $47. 


A recent Business Week commented on current 
consumers' time-payment obligations inthis way: 


"(They) amount to a pretty big lien against 
what people have to spend... installment debt 
still amounts to 10.7% of after-tax income.... 
Emerging from the 1954 recession--before the 
1955 credit spree--installment debt amounted to 
only 8.8% of disposable income." 


Obviously, consumer credit has become a way 
of life not to be rooted out, even were that desira- 
ble. (This article in no way attempts to explore 
the virtues or the evils of consumer credit asa 
system.) If the system is here to stay, it should 
be made as safe and happy a way of life as possi- 
ble. That necessity seems obvious. 


But, especially for low-income consumers, 
the way has often been strewn with pitfalls and 
almost insurmountable odds. The situation is 
improving, but much remains tobe accomplished. 


THE GRIP OF THE USURER 

For long years widespread and unconscionable 
usury so dominated that portion of the corisumer- 
credit picture in which moderate- and low-income 
groups figure that interest rates approaching 
3,400 per cent cropped up here and there, while 
rates ranging from 120 to 540 per cent were not 
at all uncommon. Writing as late as 1955, David 
B. Hamilton said (Consumer Cooperation in New 
Mexico, No. 26 in the "Business Information 
Series" ofthe UNM Bureau of Business Research) 
that rates figuring out at 200 percent on a yearly 
basis for short-term consumer credit were cur- 
rently being charged throughout the nation and 
were "not unheard of in New Mexico." 


Examples of the treadmill too many borrowers 
have been forced to travel are abundant. Con- 
sider the following: 


"An extreme example of the misery that can be 
caused by the combination of an unwise borrower 
and an unscrupulous lender came to light recently 
in an eastern city. A housewife was induced to 
borrow $50 from an illegal lender. The interest 
That was the beginning. At the end of a week she 
was unable to repay the loan. This brought her 
debt to $60. At the end of two weeks she owed 
$72 .... The interest mounted faster than she 
could obtain funds. At the end of two years she 
had paid a total of $4,395 on actual borrow- 
ings of $250....'' (Maxwell S. Stewart in Credit 
Unions--Self-Help Family Finance, Public Affairs 
Pamphlet No. 502, 1955) 


"A young man with a poor head for figures 
borrowed $50 from a loan shark. Soon he had to 
borrow from a bank to pay the loan shark, then 
from a small-loan company to pay the bank--and 
around again. 


"In June, 1956, another borrowed $1,400 for 
an automobile and made his first payment of $75 
a month later. He discovered that after his pay- 
ment he owed $1, 520. 


"The National Automobile Dealers Association 
calls credit-gouging the auto industry's biggest 
problem, but the skullduggery is not limited to 
auto financing. In all fields, consumer credit 
rackets are flourishing now more than ever. 
Racketeers are trying to worm their way into 
every phase of installment-buying and money- 
lending. '' (Lynne Reade in ''Credit Unions Versus 
Loan Sharks, '' Manage, February 1958) 
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"In July 1957 Attorney General Wilson's staff 
began investigating operations of small loan 
operators in every major city throughout the 
state (Texas). Charges ranging from '220 to 625 
per cent a year' were found, according to press 
statements. Usual charges for a three month $50 
loan varied from $17.80 to $29. Of the total 
charge, only about 48¢ is interest; the balance 
represents insurance charges and fees. With 
each loan the borrower must buy life insurance, 
health and accident insurance and hospitalization 
insurance. Loan sharks often multiply insurance 
charges and fees by splitting loans. Thus, in- 
stead of one loan for $50, a borrower will be 
required to take two loans of $25 each. He then 


has to buy two sets of insurance policies instead 
of one. 


"The Houston Post reports that Texas borrow- 
ers paid credit insurance premiums of $22 1/2 
million in 1955 and received less than $3 million 
back in claims. The difference ... was pocketed 
by loan sharks and their insurance affiliates.... 
Texas borrowers got back only 13¢ on every 
dollar they paid for credit insurance. The usual 
pay-out ratio among reputable life insurance 
companies exceeds 60¢ for each premium dollar." 
(Wallace P. Mors, Small Loan Laws, Bureau of 


Business Research, Western Reserve University, 
1958) 


In 1953 William J. Parish, of the University of 
New Mexico, called attention to the fact that in 
1948, 1949, and 1950 the percentage of total net 
earnings to total gross income taken in by New 
Mexico loan operators (now carefully regulated) 
averaged 37.5 per cent, 38.4 per cent, and 34.6 
per cent respectively, with much of the earnings 
attributable to the sale of credit insurance, about 
which Professor Parish said this: "... credit 
insurance, under any form in which the borrower 
must pay the premium, has no logical place in 
the small loan field... no socially justifiable 
place in the house of the small loan lender." 
("Credit Insurance and the Small Loan Industry," 
New Mexico Business, June 1953) 


LEGITIMATE AGENCIES 

Even legitimate charges often work hardships 
on borrowers, many of whom are already in 
financial difficulties. The [Illinois Consumer 
Finance Association has estimated that nearly 
23 per cent--much the largest segment--of all 
persons needing consumer loans want them’ to 
consolidate and pay off anaccumulation of overdue 
bills. Another 18 per cent must meet medical, 


dental, and or hospital bills. Eight per cent have 
clothing needs to take care of; another 8 per cent 
must make home repairs. 


Small-Loan Charges 


It is not hardto understand how the typical cost 
of even so small a loan as one for $300 obtained 
either from a perfectly legitimate small-loan 
outfit or from a bank would put that loan beyond 
the reach of many such persons badly in need 
of it. The cost of such a loan obtained from a 
small-loan agency operating under the federal 
Uniform Small Loan Law is about 3 to 3 1/2 per 
cent monthly--annual rates of 36 to 42 per cent. 
If the 3 percent loan is paid off in 12 monthly in- 
stalments the interest will come to around $20-- 
or 20 per cent. (One should not forget that such 
rates represent not only interest, but also a 
charge for expenses and service. ) 


Bank Charges 

The same loan obtained from a typical com- 
mercial bank will be less costly; yet it could not 
be called inexpensive. Many commercial banks- - 
most of them above reproach--employ the dis- 
count plan and charge 6 to 8 per cent (their ad- 
vertised rates) a year on the total of the original 
loan, without consideration for any monthly dwin- 
dling of principal as payments are made, which 
means that if the loan is paid off in 12 monthly 
instalments--the usual procedure--the interest 
rate will actually be 12 to 16 per cent. Further- 
more, if fees for investigation, delinquency, 
etc., are added, the rate will then be higher. 


Loans from industrial banks are also dis- 
counted, usually at 5 or 6 per cent, to which rate 
most of the banks adda 2 per cent investigation 
fee and a delinquent charge for late payments. 
There may be the further charge of a premium 
on a life-insurance policy required to be carried 
for the length of the loan, so that the over-all 
rate may come close to 10 or 12 per cent a year. 


Instalment Costs 

The consumer can, of course, do much of his 
purchasing on the instalment plan--that wonder- 
ful, American-plan journey through the Land-of- 
Pay-as-You-Went. But, as Lynne Reade points 
out in his article in Manage: 


"Any time a person pays in instalments, he 
pays interest, regardless of what term may be 
applied, 'carrying-charge,''easy-payment-plan, ' 
‘financing cost, ' etc. The way to determine what 
interest is being charged is to disregard all the 
sales talk of discounts, allowances, and extra 
charges and simply subtract the cash cost of an 
item from the total cost of that same item bought 
on credit. The amount of interest is often stag- 
gering." 


All these various rates of interest and all the 
charges--the legal ones--are considered entirely 


necessary to give businesses and banks adequate 
profits. Nevertheless, they often work hardships 
on the very people who can least afford them but 
who need financial aid the most desperately. 


The alarming rate of personal bankruptcy in 
the United States today constitutes a significant 
comment upon the state of the consumer-credit 
segment of our credit-debt economy. In 1946 
only 7,618 employed persons took bankruptcy; by 
1957 the number had skyrocketed to 59,053--a 
higher rate than existed during the worst days of 
the Depression. In 75 per cent of the personal 
bankruptcy cases of the last decade the individ- 
uals involved had no assets, so that losses totaled 
$326 million. 


A recent comment by Edwin L. Covey, chief 
of the division of bankruptcy in the administra- 
tive office of the United States Courts, applies: 
"There never was a time when an employed per- 
son could buy so much for so little down on such 
free and easy credit or usurious types of finan- 
cing." ("Instead of Bankruptcy," a staff article 
in The Credit Union Bridge, November 1958) 


The lack of family savings today also points up 
the perpetual-debt pattern in which great numbers 
of Americans are caught up. According to Fed- 
eral Reserve figures, 25 per cent of the families 
inthe United States have no liquid assets (savings 
in banks, credit unions, and savings and loan 
associations, checking accounts, savings -bonds) 
except perhaps a little currency; 7 per cent have 
only $200 or less in such assets; another 14 per 
cent have only from $200 to $500. Not that such 
assets tell the fullstory of a family's preparation 
for the future. Many of these same families have 
both a little real estate and pension plans. But 
the fact remains that 56 per cent of all the fami- 
lies in this country fall into the $0-to-$500 cate- 


gory in the important matter of possessing liquid 
assets. 


It doesn't take any particular perspicacity to 
see that millions of Americans needand will con- 
tinue to need exactly what the credit-union move- 
ment was set upto provide: inexpensive credit 
and lessons in personal thrift. 


THE BACKGROUND OF THE CREDIT UNION 
Inthe days long before governments took up the 
cudgel against loan sharks, many of whom would 
make the modern version look like fresh-water 
minnows, and long before commercial banks be- 
came converted to the idea of small-loan depart- 
ments, the poor man usually had slight recourse 
except to put himself and his family's welfare al- 
most completely into the hands of the usurer. It 


was out of such widespread desperation that co- 
operative credit-and-thrift agencies originally 
developed--cooperative banks, buying associa- 
tions, credit organizations. 


The credit-union movement is, in fact, 110 
years old. The system has come a long way 
since the first experimental efforts (aimed at 
freeing Flemish peasants from bondage to money 
lenders)--a credit society organized in 1848 by 
Friedrich Wilhelm Raiffeisen and a cooperative 
bank set up in 1852 by Herman Schulze-Delitzsch, 
both in Germany; but the original mutual-assist- 
ance idea remains basic. From the beginning the 
slogan has been "'Not for profit, not for charity, 
but for service." 


Imported into the United States via Canada early 
in this century, the movement found its chief 
American financial and spiritual support in Ed- 
ward A. Filene, Boston's "merchant prince, " who 
first saw and was won over by credit societies in 
India in 1907. The first union in the United States 
was formed in New Hampshire in 1909; the first 
credit-union law was passed in Massachusetts 
that same year; the Federal Credit Union Act 
was passed in 1934. (The New Mexico credit- 
union law came in 1945. ) 


The disciples ofthe movement and its admirers 
are not restrained in their praise of its virtues. 
One of the broadest and most lyrical descriptions 
appeared in an editorial in the Sept. 7, 1957, 
issue of the magazine America: 

"... at its best the creditunion ... represents 
a healthy, fruitful growth in the soil of society. 
In underdeveloped countries ... it is at once a 
nursery of civic virtues and a means of economic 
salvation in the midst of grinding poverty. In 
industrially advanced countries like our own, it 
is a quiet but sturdy challenge to an economic 
order that is becoming increasingly complex, 
impersonal, and undemocratic." 


Roy F. Bergengren, the guiding spirit of the 
cooperative-credit movement in the United States 
during the years of its growing pains from 1921 
to 1945, once explained its value and significance 
in simple words: 


"A group of people accumulate their individual 
‘littles' until the combined littles make a 'much.' 
It is like a hundred men, each with a lump of 
coal. No one of them alone could build a fire to 
keep himself warm, but with a hundred lumps at 


‘least a small fire could be built tokeep the group 
warm," 


These are words to firethe imagination of men 
of democratic persuasion. But modern man is 
inclined to skepticism. Moreover, he has been 
so bombarded with space-age figures--billions of 
dollars, millions of miles, supersonic speed, 
complexities in general--that he is especially in- 
clined to doubt the worth of the basically simple 
and the comparatively inexpensive. And today's 
credit union is essentially both, for it is--in un- 
adorned terms--a group of close associates who 
pool their small savings, lend to each other at 
low interest rates, and together learn both the 
principles of thrifty living and the techniques of 
democratic behavior. 


Ifthe evaluations ofthe friends ofthe movement 
are not isolated, emotional judgments, how is it 
that the credit union has won their respect, their 
support? How has so simple a concept been im- 
plemented to battle so strong and entrenched a 
battalion as that of the loan sharks ? 


Thirty years ago the Saturday Evening Post 
(Feb. 19, 1927) editorialized in this fashion: 


"There is only one way to make the loan shark 
shut up shop and that is to set up competition 
which he does not care to meet .... Loan sharks 
and salary buyers cannot thrive in competition 
. with these credit unions .... The organization of 
such bodies has been carefully standardized and 
no pains have been spared to make them rela- 
tively foolproof." 


What, then, is the essential nature of the credit 
union ? 


THE STRUCTURE OF A CREDIT UNION 

Technically, today's credit union is a legal co- 
operative savings and loan corporation, charter- 
ed and supervised by either a national or state 
government and democratically operated by the 
membership, which--though not restricted by 
race, color, or creed--is limited to a well- 
defined group of persons having a close common 
bond. Such groups include those, for instance, 
who are employees of a common employer (the 
largest type inthis country), those who are mem- 
bers of the same labor union or church or frater- 
nal order, or who are inhabitants of the same 
community. The credit union exists to serve its 
members--as has been said, already--by provid- 
ing a convenient source of inexpensive credit for 
helpful purposes, and by facilitating membership 
education in the wise management of personal 
finances. Each credit union is endowed with per- 
petual authority to transact all its business. Its 
members supply most services free, and its 
national association (CUNA) provides many vital 
supplies and aids at low cost, so that credit-union 
expenses are held to a minimum. 


Supervision 

Careful supervision is exercised both by credit- 
union agencies (state associations or leagues and 
the national association) and by the chartering 
authority: for state credit unions, the state bank 
commission orits equivalent; for federal groups, 
the Bureau of Federal Credit Unions of the Social] 
Security Administration. Furthermore, internal 
vigilance is constant. An atmosphere of extreme 
care of and consideration for the welfare of all 
members appears characteristic of the great 
majority of credit unions. Such attitudes also 
nurture cautious personal habits in the use of 
individual income, at the same time that they 
develop administrative ability and foster civic 
consciousness. 


First of all, they operate under law, with the 
supervision already mentioned. Then, all opera- 
tions of each group are meticulously watched by 
a supervisory committee within the group. Also, 
all officers who handle money are bonded; suffi- 
cient reserves are set aside annually to cover 
any uncollectible loans; funds may be legally 
invested only in items considered exceptionally 
safe--items like government, municipal, and 
utility bonds, shares in savings and loan associa- 
tions, and loans to members and to other credit 
unions. 


Regulations and General Services 
The basic rules governing most credit unions 
are these: 


1. Members must share.a common bond like 
those described above--one that is occupational, 
associational, or residential. 

2. A democratic system must prevail--one 
vote per member, no matter how many shares he 
owns; a board of directors, a credit committee, 
and a supervisory committee elected by and 
policies set by the general membership; officers 
elected by the directors. (See the chart. ) 

3. Loans can be made only to members (or 
other ‘credit unions) and only for "provident and 
productive" ‘purposes. This stipulation is usually 
conscientiously adhered to. 

4. Shares can be sold only to members, and 
savings deposits (restricted to state-chariered 


- unions) can be accepted only from members. 


5. The maximum interest rate on loans must 
be 1 per cent per month on the unpaid balance-- 
about 6 1/2 per cent a year (sometimes, the rate 
is as low as three quarters of one per cent); the 
maximum unsecured loan (for federal credit 
unions) is $400, the average size of credit-union 
loans; the maximum length of time a loan can run 
is three years. 

6. Security for larger loans may consist of the 
signatures of co-signers, assignment of shares, 


MEMBERS 


Membership in a Federal credit union is limited to 
persons elected by the Board of Directors from among 
applicants who are included in the field of membership 
as defined in the charter of the credit union. 
member present at annual or special meetings has one 
vote. Only members may borrow from the credit union. 

Members elect directors and committeemen; exercise 
democratic control over the credit union’s activities; 
and receive reports each year from Board of Directors, 
Committees, and administrative officers. 


Each 


SUPERVISORY 
COMMITTEE 
Examines affairs of the 
credit union and audits its 
books. 


PRESIDENT 
Presides at meetings of 
Board and of members. 
Presents annual report of 

Board to members. 


TREASURER 

As general manager of 
credit union, has charge 
of assets, keeps books, 
and prepares 
and statistical 
quired by BFCU 


(This 
may be a Office.) 


BOARD OF 
DIRECTORS 

Directs activities of credit 
union according to Federal 
Credit Union Act and by-laws. 
Elects administrative officers 
and employees. 


0 on 0 


VICE-PRESIDENT 


Acts in president’s ab- 
sence or disability. 


CLERK 
Keeps minutes of meet- 


(Continuous lines indicate required functions; broken lines indicate optional ones.) 


ORGANIZATION OF A 
FEDERAL CREDIT UNION 


Based upon a chart in the Federal Credit Union Handbook 


EDUCATIONAL COMMITTEE 

Develops and presents programs 
to extend members’ knowledge of 
credit, thrift, and related eco- 
(May be appoint- 


Number and duties depend upon needs of credit union. 
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assignment of wages, chattel mortgages, and/or 
protection insurance, 

7. Reserve funds of federal credit unions must 
be deposited in banks whose deposits are insured 
by the FDIC. Those of state credit unions must 
be handled according to the law of the respective 
states. 


Usually, any earnings above expenses and re- 
quired reserves (ordinarily, 20 per cent of net 
earnings) become annual dividends on shares 
owned and so are returned to members. Though 
such dividends are generally around 4 per cent, 
every year many unions pay 6--the maximum for 
federal groups. (In New Mexico the range within 
the same year has been as broad as from 1 1/2 
per cent to 8.) Of course, any member who 
during the year has paid interest ona loan and 
then at the year's end receives dividends is in 
effect being returned a portionof his owninterest, 
already low. In 1957, 1,156 federalcredit unions 
refunded portions of members' interest payments, 
the rates ranging from less than 5 per cent to 
more than 30 per cent, with the median refund 
rate being 10 per cent. 


Thrift as Well as Loans 

The pattern is for each member of a coopera- 
tive credit association not only to avail himself 
of the right to borrow from his union, but also 
to contribute to its funds either by purchasing 
shares (usually, $5 each) or (except in federal 
credit unions) by making.small savings deposits. 
Actually, the chief emphasis is uponthrift. Mem- 
bers receive constant encouragement to increase 
savings and to spend money wisely. In 1957, the 
18,433 U. S. credit unions had loans outstanding 
of $2,968,882,730--an average of $293.43 per 
member; but, at the same time, value of shares 
and deposits totaled $3,578, 508, 384--an average 
of $354.97 per member. That “seems a small 
sum, until one realizes that a great proportion 
of the members undoubtedly would have had no 
savings at all but for credit-union influence. 


Volunteer Workers 

The pattern is also, as stated above, for most 
of the work required in credit-union operations to 
be done by volunteers. The treasurer may bea 
salaried individual, and some very large credit 
unions are permitted to hire full-time workers. 
But such outlay is the exception, not the rule. 
For example, in 1950 there were approximately 
175,000 officers and directors and committee 
members of U.S. credit unions. About 14, 000 of 
them were managers. But of that large number 
of people engagedin running credit-union affairs, 
the great bulk served without any pay whatsoever. 
That year's president of CUNA Mutual Insurance 
Society--an affiliate--received no salary at all 


to direct the business of a life insurance company 
with a coverage then of more than half a billion 
dollars, after only 15 years of operation. 


This interesting and unique situation is de- 
scribed by Mr. Bergengren in his story of the 
credit-union movement (Crusade, the Fight for 
Economic Democracy. New York: Exposition 
Press, 1952) in this way: 


"Whenever a credit union is organized, there is 
first and necessarily an appeal for management. 
The fact that this appeal offers no incentive of 
personal profit violates a concept which many 
people adhere to--that the motivation of personal 
gain is the only urge which will induce people to 
work. I know of a great many credit unions which 
have been built up from very small beginnings, a 
hundred dollars or less, to resources of hundreds 
of thousands of dollars by men who, for many 
years, have given fine service with relatively 
small, if any, resulting compensation in money. 
It happens, of course, that a potentially large 
credit union will grow to the point where it needs 
the full-time services of its treasurer. He may 
then give up his regular employment and work 
only for the credit union. Even in such a case he 
is paid very little compared with what he would 
take out of an institution of proportionate size 
which he had built for his own profit. "' 


Wide Appeal 
~ Not only does this system work; it apparently 
has a tremendous and varied appeal. Among the 
thousands of credit unions now operating in this 
country about 80 per cent are employee groups 
that work together either in single plants or in 
trade unions; many hundreds have been set up by 
teachers; as far back as 1952 there were 100 
Negro credit unions in one state alone, with com- 
bined resources of a million dollars. Six per 
cent of the total are organized on a parish basis; 
6.4 per cent are associational credit unions-- 
lodges, cooperatives, veterans' groups, and the 
like; about 3 per cent are residential. 

And not only is the appeal strong. The opera- 
tional pattern is obviously a successful one. 


On the Record 

~ Operating in the careful--even cautious--man- 
ner (much of it required by law) described above, 
credit unions have achieved animpressive record 
of sound performance. A few years ago, Prince- 
ton University made a study of the most important 
U.S. thrift plans in order to determine how they 
had come through the Great Depression. The 
study showed that in the order of survival the 
credit unions headed the list, with 93.6 per cent 
of the sampling having survivedin good condition. 
Other plans were ranked in this manner: bank 


deposits, employee stock-purchase plans, in- 
vestments in company stock, shares in building 
and loan associations, "composite thrift plans," 
and investment trusts. 


Even the comparatively few credit unions that 
have ''folded"' through the years could rarely be 
said to have failed in the usual business sense 
of the term. Only 1,993 of all federal groups 
chartered through 1950 had had their charters 
cancelled, and most of those closed voluntarily. 
A Notre Dame professor investigated the 1,993 a 
few years ago, to determine why they went out of 
existence. This is what he found: one third of 
the defunct credit unions had lacked competent 
leadership; one fifth had been too small--48 per 
cent had had fewer than 50 members; the mem- 
bers of a fourth of the credit unions had suffered 
from uncertain employment status caused by a 
variety of things not under their control; about 
one tenth had failed because of a lack of cooper- 
ation from or active hostility on the part of man- 
agement. About 80 per cent of the 1,993 (with 
87 per cent of all the share deposits) paid their 
shareholders in full. All had averaged about 18 
months of existence. 


The credit-union record inthe matter of losses 
on loans is fantastic: only about one fifth of 1 per 
cent of total loans. The number of delinquent 
loans on Dec. 31, 1957, equalled 7 percent of the 
loans then outstanding andonly 4.5 percent of the 
amount of that total. On the basis of the record, 
one can wellbelieve that many of those delinquent 
accounts will eventually be settled. 


During the years of "tight" credit, when most 


lenders raised their rates, credit unions contin- 
ued to lend money on the same, old terms; also, 
during the recent recession they continued to 
make provident loans to their members at the 
same maximum rate of 1 per cent per month on 
the unpaid balance. The first policy was possible 
because credit unions lend members' savings and 
are not, therefore, dependent upon borrowed or 
created capitaland because overhead is at a min- 
imum, with so many volunteer workers and with 
the intimate nature of the organizations making 
investigations practically unnecessary. The sec- 
ond policy was possible because credit-union 
loans--unsecured ones, that is--are based upon 
what a man is rather than what his material col- 
lateral may or may not be. A basic premise of 
the credit union is that a man's character is his 
most valuable security. 


CUNA AND AFFILIATES 
The service rendered its members by the cred- 
it union and its national and state administrative 


units does not end with comparatively cheap loans 
(CUNA estimates that members saved more than 
$175 million in interest alone, last year) anda 
safe, convenient, and hospitable depository for 
small savings, nor with its unending and ever- 
widening program of education in personal thrift. 
(The oldest Western-Hemisphere credit union the 
Caisses Populaires of Quebecis now ontelevision 
with a 16-week series of half-hour programs on 
consumer economics, budgeting, etc. The Utah 
Credit Union League has instituted a 30-week 
seminar for credit unions rather than for individ- 
ual members: each credit union selects its best 
member for each particular emphasis-of-the- 
week.) The "extra" services supplied the mem- 
bership by their credit unions are impressive. 


CUNA 

The Credit Union National Association carries 
on a fourfold program. Included in the program 
are the promotion of new credit unions throughout 
the world, the promotion of the best possible 
credit-union legislation on state and national 
levels, the constant improvement of methods of 
operation, and the coordination and direction of 
all local groups in their paramount aim, which 
is to eliminate usury from the field of personal 
finance. Supported by dues from state leagues 
and--where there are no such leagues--directly 
from credit unions, CUNA is’ governed by an un- 
paid Board of Directors (elected representatives 
of credit unions in each league), who elect a 10- 
man executive committee, who in turn appoint a 
managing director with headquarters in Madison, 
Wis., and field offices in Hamilton, Ont., Wash- 
ington, D.C., Charlottesville, Va., Lima, Peru, 
and Jamaica. 


CUNA Supply 

CUNA has two affiliates whose programs are 
now indispensable to those of every individual 
credit union. The CUNA Supply Cooperative--a 
self-supporting cooperative business--helps to 
hold down group expenses by providing at low 
cost uniform bookkeeping sets, accounting aids, 
advertising and promotional materials, custom- 
printing, training handbooks, literature on prob- 
lems of personal finance, and poster-a-month. 


CUNA Mutual 

The CUNA Mutual Insurance Society--a self- 
supporting mutual business--is of tremendous 
importance. Its slogan is ''So that credit union 
debts die with the debtors," and its efforts to 
live up to that slogan include these services: 

1. Loan-protection insurance taken out by a 
credit union on the lives of its borrowers, so that 
CUNA Mutual pays off the loan balance inthe case 
of death or permanent disability of a borrower. 
(At the end of 1957, 91 per cent of eligible credit 


unions carried such insurance for a total of $2.1 
billion for their borrowers. ) 

2. Life-savings insurance, also taken out by 
the credit union, on lives of all eligible members 
in proportion to their savings. Beneficiaries 
receive not only the member's credit-union sav- 
ings, but up to an equalamount in insurance. The 
maximum is $2,000. (At the end of 1957, 14,228 
credit unions were carrying such insurance with 
coverage totaling $1.4 billion. ) 

3. Low-cost individual life insurance, sold by 
CUNA Mutual to individual members, maximum, 
$30,000. (Last Dec. 31, 23,577 such policies 
were in force, providing $57. 4 million protection 
for credit-union families. 

4. Family-security insurance providing mem- 
bers under 45 with special protection during the 
growing years of their families. If the insured 
dies during the time, a monthly income goes to 
his family upto 20 years from thetime the policy 
was taken out, and then the family receives the 
face amount of the policy. 

5. Group insurance provided by credit unions 
for their employees. 

6. Low-cost major medical insurance provid- 
ing for hospital and surgical and medical-care 
payments. 


Death claims paid under loan-protection insur- 
ance last year came to $7.8 million; disability 
claims totaled $3.7 million; life-savings claims 
came to $6.2 million. 


CUNA Mutual services rendered credit unions 
as groups include these: (1) a bonding service, 
(2) automobile insurance to safeguard the organ- 
ization in its car loans, (3) chattel lien insurance 
to protect against loss from failure to file or 
properly record a chattel mortgage, (4) on-duty 
accident insurance for directors and voluntary 
committeemen, and (5) on-duty group travel ac- 
cident insurance for full-time CUNA employees 
and directors. 


Of real meaning is the fact that in most cases 
credit unions, their officials, and employees are 
all prevented by law from deriving profit from 
insurance transactions arising out of credit-union 
operations. This one prohibition sets the credit 
union far apart from the small-loan business, 
which in many states (though no longer in this 
one) may still legally reap exorbitant insurance 
profits. 


In 1939 CUNA Mutual ranked 211th in coverage 
among all U.S. life insurance companies. A year 
later it had risen to 170th. By 1949 its rank was 
82nd. On Jan. 1, 1958, it stood in 24th place 
among the top 50 companies in the nation. 
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Leagues 

Credit-union state leagues, of which there are 
now 47, with the Delaware league having been 
formed in September, 1958, provide many ser- 
vices to their member credit unions: they or- 
ganize new groups, give on-the-spot aidand guid- 
ance to officials through full-time field services, 
carry on legislative development programs, spon- 
sor conventions and conferences, conduct public 
relations programs, provide educational oppor- 
tunities and publications for credit-union officials, 
publish and distribute informational materials for 
all credit-union members, serve as a liaison be- 
tween its member credit unions and other credit- 
union agencies and between the credit-union 
movement and government supervisory agencies, 
and conduct appropriate research. 


CREDIT UNIONS IN NEW MEXICO 

Since New Mexico's credit-union law was not 
passed until 1945, federal credit unions got here 
first. There were fewer than a dozen such in 
1939, chartered under the Federal Credit Union 
Act of 1934. By the end of the first full year 
after passage of the state law, there were nearly 
30 state organizations with 1,512 members, as- 
sets of $149,208, and loans of $193,307. Also 
there were by then 12 federally chartered groups 
with 1,431 members, assets of $115,907, and 
loans of $60,443. The 1957 setup, as listed by 
CUNA and reported by the Bureau of Federal 
Credit Unions, was 47 federal and 54 state (see 
Table I), with 27,589 members and 7,565 mem- 
bers, respectively, and with combined assets of 
$12, 323, 745 and loans outstanding of $10, 305, 858. 
These figures represent the following rates of 
growth: federal credit unions--262 per cent in 
number, 2,016 per cent in membership, 9,627 
per cent in total assets, 17,742 per cent in loans 
outstanding, 2,590 per cent in average size of 
assets per credit union; state credit unions--86 
per cent in number, 400 per cent in membership, 
4,831 per cent in total assets, 7,761 per cent in 
loans, and 2,685 per cent in average assets. 


Such growth is phenomenal. The comparable 
picture in regard to other New Mexico financial 
institutions can be seen in Table II. Since 1957, 
for example, increases in total assets of such 
institutions have reached these percentages: state 
banks, 138 per cent; national banks, 103 per cent; 
state building and loan associations, 395 per cent; 
federal savings and loan associations, 618 per 
cent. Increases in loans outstanding show these 
percentages: state banks, 229 per cent; national 
banks, 176 percent; state building and loan asso- 
ciations, 398 per cent; federal savings and loan 
associations, 566 per cent; small loan licensees, 
449 per cent. All these gains have been impres- 


sive; but in comparison with those registered by 
credit unions within the State they pale consider- 
ably. Naturally, such tremendous growth will 
probably slow as gaps between actual accom- 
plishmentand potential expansion narrow--unless 
the potential membership increases at a great 
rate. The 1954 margin, for instance, between 
the estimated potential membership of New Mex- 
ico's federally chartered credit unions was one 
of 68 per cent; that is to say, only 32 per cent of 
the potential membership was actually within the 
fold. By 1957 the gap had narrowed to one of 52 
per cent, with 48 per cent of the potential mem- 
bers fullfledged participants. But recent credit- 
union performance in this state, as elsewhere, 
has been genuinely spectacular--whatever the 
reasons. 


Though such figures are not available for New 
Mexico, the data in Tables III and IV indicate the 
expansion in the amount of instalment credit and 


the size of personal savings in the hands of credit 
unions throughout the United States, in compar- 
ison with the amounts reported by other financial 
institutions. Instalment credit held by the credit 
unions has increased 1,843 per cent since 1939. 
The closest competitor is the commercial banks 
(1,058 per cent gain). The volume of individual 
savings deposited with credit unions has grown 
560 per cent in the last 10 years, with mutual 
funds their closest competitor with a rate of in- 
crease of 350 per cent. In an article in its April 
6, 1957, issue, Business Week stated that during 
the preceding year the volume of outstanding in- 
stalment credit held by credit unions jumped 80 
per cent compared with 39 percent for consumer 
finance companies and 37 per cent for banks. 


THE SMALL-LOAN PICTURE 
A mushrooming of New Mexico credit unions 
before the passage in 1955 of the State's very 


TABLE I 


SELECTED DATA ON CREDIT UNIONS IN NEW MEXICO 
1945, 1947, 1950, 1955-57 


Total Loans Average Dividends 

Year Number Members Assets Outstanding Assets Paid 
1945: 

Federal 13 1, 304 $ 104,125 $ 46,262 $ 8,010 $ -- 
1947: 

State 29 1,512 44,523 26,100 1,535 -- 
1950: 

Federal 15 3,403 564, 244 742,945 37,616 13,245 

State 31 2,310 102,600 80, 907 3, 309 na 
1955: 

Federal 39 16,475 4,349,105 5,581,235 101, 142 95, 987 

State 41 6,523 752,050 683, 369 18, 343 10,718 
1956: 

Federal 43 20,923 6, 718,916 8,257,134 156, 254 139,617 

State 50 8,522 1,293, 049 1,187,682 25,861 22,715 
1957: 

Federal 47 27, 589 10, 128,385 8, 254, 038 215,497 337, 096 

State 54* 7,565 2,195, 360 2,051, 820 42,746 na 
Rate of Growth: 

Federal (1945-57) 262% 2,016% 9,627% 17, 742% 2,590% 

State (1947-57) 86% 400% 4,831% 7, 761% 2,685% 

All (1950-57) 120% 515% 1, 748% 1,151% 531% 


na - not available 


*The 43rd Annual Report of the New Mexico State Bank Examiner puts the number at 56. 
Source: Annual reports of the Bureau of Federal Credit Unions (except number and memberships of 1957 state credit 
unions, which were taken from the 1958 CUNA Yearbook) 
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strict small-loan law was not surprising. The 
average monthly interest rate of our small-loan 
businesses in 1950 was 2.37 per cent per month. 
In 1952, as reported by the state bank examiner, 
the over-all charge to borrowers of the average 
loan of $147.12 was (with the attendant insurance 
fees) $42.22 or 28.7 per cent; the percentage of 
gross return on the average loan was 31.7 per 
cent--that on loans of $50 and less amounting to 
50 per cent, with the net return on such loans 
being 21.1 percent. Based on an estimated popu- 
lation of 825,000 in 1955, loans outstanding with 
small-loan businesses amounted to nearly $19 
for every man, woman, and child in New Mexico. 


The 1955 Law 

~ The price being paid for small loans in this 
state evenin such recent years was fantastic. But 
the new law tightened up the situation consider- 
ably: administration is much more effective, 
applications are judged much more critically, and 
flagrant abuses (including tie-in sales of credit 
insurance) are outlawed. Writing in Small Loan 
Laws referred to above, Mr. Mors says that New 
Mexico "is to be congratulated on its long uphill 
battle to get an effective small loan law.'' He 
also states that the law followed a study by Prof. 
William J. Parish (see above reference), whose 
findings were originally published in New Mexico 
Business in June of 1953. a 


The ideal and truly effective small-loan law-- 
as advocated by the Russell Sage Foundation and 
the National Consumer Finance Association in 
"model" consumer finance legislation drawn up 
by the two organizations--accomplishes several 
things, most of which are provided for bythe New 
Mexico law. Such model legislation clearly de- 
fines the maximum size of a loan (New Mexico: 
$1,000). It permits a maximum rate of interest 
large enough to insure an adequate margin of 
profit to the operator. The Russell Sage Found- 
‘ation for a long time held out for a maximum of 
3 per cent a month on the unpaid balance, but 
later advocated one of 3 1/2 per cent, provided 
there were no extra charges. However, no state 
currently has a flat 3 1/2-percent maximum, for 
the pattern has become one of graduated rates. 
(New Mexico: 31/2 per cent on the first $150; 
3 per cent on the next $150; 1 per cent on the 
remainder). Sucha law requires licenses based 
upon careful analysis of character, business 
ability, and financial responsibility. (New Mex- 
ico adds the requirement that "allowing such 
applicant to engage in business will promote the 
convenience andadvantage of the community..."') 
An effective law specifies that there must be no 
tie-in sales of credit insurance. (True in this 
state.) It requires that the borrower be givena 
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TABLE II 


GROWTH OF SELECTED NEW MEXICO FINANCIAL INSTITUTIONS 
1947, 1955, 1956, 1957 
(Dollar figures in millions) 


Total Loans 
Institution Number Assets Outstanding 
1947: 
State Banks 23 $ 81.4 $ 21.8 
National Banks 24 218.7 58.3 
State Building & 
Loan Associations 11 7.9 6.6 
Federal Savings & 
Loan Associations i 10.5 9.5 
Small-Loan Licensees 87 na 4.7 
1955: 
State Banks 26 157.5 55.7 
National Banks 26 402.1 135.4 
State Building & 
Loan Associations 15 30.9 25.5 
Federal Savings & 
Loan Associations | 57.4 50.8 
Small-Loan Licensees 100 40.4 15.6 
1956: 
State Banks 26 183.1 58.5 
National Banks 26 426.6 142.5 
State Building & 
Loan Associations 15 35.4 29.2 
Federal Savings & 
Loan Associations 8 67.2 57.5 
Small-Loan Licensees 106 30.9 20.8 
1957: 
State Banks 26 194.1 71.8 
National Banks 26 443.1 161.1 


State Building & 
Loan Associations 


14 39.1 32.9 
Federal Savings & 
Loan Associations 9 75.4 63.3 
Small-Loan Licensees 118 37.2 25.8 
Per Cent Growth 
(1947-1947): 
State Banks 13% 138% 229% 
National Banks 8% 103% 176% 
State Building & 
Loan Associations 27% 395% 398% 
Federal Savings & 
Loan Associations 29% 618% 566% 
Small-Loan Licensees 36% na 449% 


na - not available 
Source: Annual reports of the New Mexico State Bank Examiner 


contract showing the amount of the loan, the pay- 
ment schedule, and the monthly rate of charge. 
(New Mexico doubly protects the borrower by 
requiring even more detailed entries on the con- 
tract, including a statement of the interest rate 
in terms of month, year, and actual dollars and 
cents.) Such a law prohibits subterfuge of any 
kind. (True here.) Obviously, this state now 
has excellent legislation regulating its small-loan 
businesses. 


OUR CREDIT-UNION LAW 

New Mexico's credit-union law is patterned 
closely after the federal law. It can, therefore, 
be considered a good one, for the federal act was 
the result of long years of study and of trial-and- 
error on the part of leaders of the credit-union 
movement. A few important differences do exist 
between the state law and the federal one. Each 
New Mexico-chartered credit union sets its own 
maximum for the unsecured loans it can make, 
and that maximum often exceeds the $400-ceiling 
for federal groups. A New Mexico credit union 
can lend (and borrow) an amount equal to 25 per 
cent of its assets; a federal group is restricted 
to total loans (and borrowings) up to 50 per cent 
of its unimpaired capital and surplus. Powers of 
investment also differ somewhat: the state credit 
union may extend loans not only to its members, 
but alsoto ''cooperative societies or other organ- 
izations having membership in the same credit 
union".... It may "'to an extent which shall not 
exceed twenty-five per cent of its capital, invest 
in the paid-up shares of building and loan asso- 
ciations andin shares of other (New Mexico state) 
credit unions ... (and) in any investment legal for 
savings banks or for trust funds in the State."" A 
federal group may invest in any securities that 
are fully guaranteed by the United States govern- 
ment, in loans to other federal credit unions, in 
accounts of Federal Savings and Loan Associa- 
tions, and in the accounts of such state building 
and loan associations as are insured by the Fed- 
eral Savings and Loan Insurance Corporation. 


According to David B. Hamilton, who made a 
most careful and thorough study of the relative 
strengths and weaknesses of the two kinds of 
charter available to New Mexicans, there seems 
little to choose between. ''On balance," he wrote 
in his article quoted above, "it would seem that 
credit unions in New Mexico would find no mark- 
ed advantage in one act over the other. '' The na- 
tional proportion is 52 per cent state-chartered 
and 48 per cent federal. 


CONTINUED EXPANSION 

Under whatever charter they have been formed, 
our credit unions have moved on apace. The 
average dividend paid last year was 4 per cent, 
with the range being from 3 to 6 per cent on 
shareholdings. The number of credit unions pay- 
ing dividends was 96. Eighty-five per cent of the 
federal groups paid dividends, averaging--per 
credit union--$8, 428. 40. 


Our federal credit unions also led the nation's 
in rate of annual increase in total assets--a gain 
of 51 per cent over 1956. In this matter of total 
assets, four years ago New Mexico's federal 
groups ranked 37th among those in the 48 states 
and the District of Columbia. Last year, they 
had moved up to 27th place. Also in 1957 they 
were second in per cent of annual increase in 
number of credit unions (32 per cent), standing 
next to Arkansas that had a 38 per cent gain. 


TABLE III 


U. S. INSTALMENT CREDIT BY TYPE OF LENDER 
SELECTED YEARS FROM 1939 
(Estimated amounts outstanding in millions of dollars) 


End of Year Commercial Sales Finance Credit Consumer Finance Retail 

of Month Total Banks Companies Unions Companies* Other* Outlets 
1939 $ 4,503 $ 1,079 $1,197 $ 132 $ -- $ 657 $1, 438 
1945 2,462 745 300 102 -- 629 686 
1950 14,703 5, 798 3,711 590 1, 286 420 2,898 
1955 28,958 10,601 8, 443 1,678 2,656 1,072 4,508 
1956 31,827 11,707 9,100 2,014 3, 056 1,207 4,743 
1957 34,105 12,714 9,573 2,472 3,332 1,284 4,730 
1958 (June) 33, 054 12,494 9,105 2,565 3,.279 1,307 4,304 
Rate of Increase 

1939-June 1958 634% 1, 058% 661% 1, 843% 155% 99% 199% 


*Consumer Finance Companies included with "other" financial institutions until September 1950 


Source: Federal Reserve Bulletin, August 1958 


TABLE IV 


SAVINGS OF INDIVIDUALS IN SELECTED TYPES OF MEDIA 
1947 and 1957 
(Dollar figures in billions) 


Per Cent 
Institutions 1947 1957 Gain 
Savings Associations* $ 9.8 $ 42.1 330 
Mutual Savings Banks £%..7 31.7 79 
Commercial Banks 34.7 53.7 55 
CREDIT UNIONS 0.5 3.3 560 
Mutual Funds 2.2 9.9 350 
U.S. Savings Bonds 46.2 47.8 3 
Postal Savings 3.5 1.3 - 63 
TOTAL $114.6 $189.8 66 


*Exciusive of shares pledged against mortgage loans 
Source: Savings and Loan Fact Book, 1958, U.S. Savings and Loan 
League 


By membership types, our 101 credit unions 
may be pigeonholed this way: 21 are educational 
groups, 20 are in government, largely federal, 
19 arein manufacturing, 15 are religious (largely 
state-chartered and Catholic), seven are in the 
Armed Forces, six are in transportation and 
communications, three are labor and three com- 
munity, one is a hospital group, another is in 
public utility, and seven others are designated as 
"miscellaneous." 


ROOM FOR ALL 

And so, despite the long overdue and most 
welcome legislation on small-loan activity in the 
State, which might have been expected to reduce 
the need for credit unions, such groups have gone 
right on expanding. But so has the small-loan 
business, andso havethe small-loan departments 
in our commercial banks. Likewise, the volume 
of loans and savings reported by other financial 
institutions also exhibits constant healthy growth. 


Apparently, there are both room for and need 
of all major financialagencies withinthe confines 
of this state. It is important to know that social 
workers throughout the nation generally consider 
the legitimate small-loan institutions ''indispen- 
sable to our credit system, "according to a state- 
ment by Cecil Puckett and Clyde Beighey in their 
Introduction to Business for Colleges (New York: 
McGraw-Hill, 1953). Also apparently, there are 
no strong animosities felt or, at any rate, cur- 
rently exhibited among such institutions in New 
Mexico. 
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STORM CLOUDS 

However, on the national scene there are signs 
and portents ofthe returnof a resentment against 
credit unions felt a good many years ago by num- 
erous agencies and individuals. At one time, re- 
presentatives of small commercialand industrial 
banks, management, small-loan businessmen, 
and loan sharks would gladly have imported a St. 
George to fight a common dragon, the credit- 
union movement. But after awhile many com- 
mercial banks began to profit rather than to lose 
from credit-union operations, since the banks 
are the usualdepositories for credit-union funds, 
while management began to find that such groups 
are highly valuable as human-relations tools and 
financial stabilizers for employees. Even the 
small-loan businessmen discovered that they had 
open to them a huge area which overlaps in no 
way upon that of the credit unions. The credit- 
union membership is, comparatively speaking, 
such a small segment of the population; and also 
some aspects of their operations (for instance, 
the fact that a man's close associates know his 
full financial situation) are distasteful to many 
people. Only the loan shark continued to feel the 
lash of the dragon's tail. 


More recently, however, credit unions are 
seeing a few small shadows fall across their 
landscape. In the words of Business Week in its 
1957 article: "Sometimes it doesn't pay to flour- 
ish too conspicuously....'' The mushrooming of 
the cooperatives has begun to attract the critical 
attention of some of their competitors, who once 
took scant notice of them. 


In fact, credit unions are now being lumped 
with mutual savings banks in a current attack 
aimed at ousting the banks from an association 
which most of them helped to found many years 
ago, the American Bankers Association. The 
man spearheading the attack, Arthur Thomas 
Roth, president of the Franklin National Bank of 
Long Island, was recently quoted by the New York 
Times as declaring that there is no room ina 
free-enterprise economy for cooperative thrift 
institutions--credit unions and savings and loan 
associations as well as savings banks. It looks 
as if the hunt may be on. 


WIDE SUPPORT 

However, the foes of the credit unions may find 
a full-scale battle on their hands. For one thing, 
they can no longer look to management for sup- 
port in their condemnation of the credit unions. 
CUNA recently made a survey of the opinions 


of leading management figures regarding 7,741 
credit unions in manufacturing industries and 
found the consensus to be this: Credit unions 
greatly reduce worker money problems, promote 
higher worker morale, result in greater produc- 
tivity and foster better leadership development. 


As an official of Vulcan-Hart Manufacturing 
Company of Baltimore put it: ''We believe that 
the credit union has contributed much to the 
morale, character, and education of our em- 
ployees....They have a greater sense of respon- 
sibility, leadership, and loyalty." 


A vice president of the Palmer Engine Com- 
pany of Cos Cob, Conn., answered in this wise: 


"Before the credit union was started we were 
continually bothered by requests for advances 
from employees who were not only in debt but 
harassed by high-rate loan organizations. We 
tried to help, but our help was not anywhere near 
as effective as the help the credit union has 
given .... The savings of our credit union mem- 
bers add up into the ten thousands. We feel that 
the financial security our men have gained has 
added to our production. Our experience shows 
that any company, no matter how small, will find 
a company credit union one of the best things it 
can do for better personnel relations and morale 
building. "' 


In the opinion of Francis Blomquist, general 
supervisor of plant accounts for the Sherwin 


TABLE V 


SELECTED DATA ON STATE-CHARTERED CREDIT UNIONS* 
New Mexico, December 31, 1957 


Number of 


County Unions Loans 

Bernalillo $456, 247 
Chaves 3 88, 801 
Colfax 3 91, 687 
Curry 2 5, 472 
Dona Ana 1) 149 
Eddy 2 116,751 
Grant 1 14, 630 
Guadalupe 6, 254 
Los Alamos 4 948, 375 
Luna 1 5,810 
Mora 1 4,998 
Otero 1 8, 646 
Rio Arriba 2,924 
Roosevelt 1(@) 0 
San Juan 3 27,437 
San Miguel 2 44, 898 
Santa Fe 5(@) 221, 014 
Taos 2 4,060 
Torrance 1(b) 200 
Valencia 1 3,467 


Number of Total Assets and Range in 
Borrowers Liabilities Dividends 

1, 335 $ 483, 361 0.0 - 6.0% 
199 92,578 0.0 - 5.5% 
297 109, 156 0.0 - 4.0% 
30 6,679 0.0 - 3.0% 

4 269 0.0 
218 139, 098 3.5 - 6.0% 

41 16, 000 4.0% 

--- 6, 324 0.0 

1,372 1,005, 236 3.5 - 5.0% 
28 8,121 6.0% 

34 5,224 0.0 

38 10,378 0.0 

12 5, 727 0.0 

0 315 0.0 

114 32,679 0.0 
156 47, 989 4.0 - 4.5% 
397 229,161 0.0 - 4.5% 
38 4, 828 3.6 - 4.0% 

1 448 0.0 

28 3,618 0.0 


*Federal credit unions are found in approximately these numbers: 20 in Bernalillo county, 4 in Chaves, 2 in Dona Ana, 
7 in Eddy, 2 in Grant, 5 in Lea, 3 in McKinley, 1 in Otero, 1 in Rio Arriba, 3 in Santa Fe. A few were listed by the 
sa Mexico Bank Examiner which were being liquidated and had sent in no report, They are not included here, 

®One of these was organized during 1957. Inthe case of Bernalillo, another completed organization shortly after 1957 


and is not recorded here, 


(b)One of these was in process of liquidation but sent in a report. 


Source: Forty-Third Annual Report of the State Bank Examiner of New Mexico 
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Williams Chicago plant, since the organization 
of an employee credit union his company has 
"fewer financial problems and better employees. 
And with payroll deductions, many employees 
save where they didn't before." 


The industrial relations manager of the Flor- 
ence Stove Company of Kankakee, Ill., answered 
the survey with these words: ‘Reduced financial 
worry has resulted in a reduction of absenteeism, 
a better safety record. These, in turn, have re- 
flected themselves toa degree in better quality 
and increased productivity. " 


An interesting comment is that of George M. 
Ashworth, personnel director for Whitaker Cable 
Corporation of Kansas City, who thinks that be- 
cause of the administrative training obtained in 
running it their creditunion "has pointed a finger 
to those employees capable of performing better 
jobs and eligible for advancement to the manage- 
ment team." These quotations are selected from 
many--all in the, same vein--included in an ar- 
ticle called ''Credit Unions are Booming" in the 
April 1958 issue of Factory. 


Actually, the fact is that--far from fighting 
employee credit unions--most companies these 
days give active cooperation to their groups, 
including rent-free quarters and many times 
personnel for administration, though, normally, 
management is careful not to interfere in the 
affairs of the credit union. 


Sol Fox, reporting in last April's Coronet 
("Credit Unions, the 'Buddy System' of Borrow- 
ing'') said that his employers provide to the credit 
union of which he is a member free office space 
plus the use of any necessary equipment, includ- 
ing the gift of a new file cabinet and permanent 
use of storage space. 


Another case of such management-labor coop- 
eration, a case cited by Business Week (in its 
1957 article quoted above) as typical, is that of 
the situation at a big newspaper plant. Said the 
magazine: ''The company lets employees admin- 
ister the credit union on working time, gives 
them free office space, helps supervise the books 
and payroll deductions. All this costs money-- 
perhaps more thanthe nuisances of garnishments 
and salary advances--andthe company recognizes 
the remote possibility of anti-management feeling 
if the credit union should fail. But losses haven't 
been far from the national experience--only about 


one-fifthof 1 percent of allloans.... Onbalance, 
company management regardsthe credit union as 
beneficial to both labor and management." 


Furthermore, Banker Roth may find disagree- 
ment with his views close at home. The new 
president of the American Bankers Association, 
Lee P. Miller, has given full support to a credit 
union serving the employees of his home bank, 
the Citizens Fidelity of Louisville, Ky. 


As John N. Marshall, president of the Granite 
City Steel Company is quoted by the Factory 
article as saying: ''The credit union is one of the 
happiest chapters inthe history of labor-manage- 
ment relations." 


A TIME FOR TAKING STOCK 

Perhaps the growing opposition will serve to 
encourage self-examination by the credit unions, 
a valuable periodic exercise for any agency or 
institution. 


Critics are willing to admit that many loans 
made by credit unions are too small to offer any 
profit to other lending agencies and that many 
other loans would be refused under a less lenient 
measurement of credit risks. But the critics 
look with alarm at some of the largest of the 
credit unions, which--though rare, indeed, a- 
mong the thousands of small ones--have reached 
the proportions of that of the Municipal Credit 
Union for New York City employees with its 
43,514 shareholders, more than 30 employees, 
more than $12 million in shares, and more than 
$10 million in loans. 


Some observers are also commenting upon the 
danger that the ''evangelist"’ spirit may eventually 
be lost. In March 1957, Dr. Rudolf Modley, a 
management consultant specializing in credit- 
union operations, toldthe credit conference of the 
American Bankers Association that the younger 
leaders ofthe credit-union movement are thinking 
in terms of promotion and of getting the greatest 
mileage out of its competitive advantages. 


"It is becoming more and more difficult," Mr. 


-Modley declared, ''for many credit union workers 
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to maintain the belief that they render a unique 
kind of service, that they serve mankind, or that 


they are doing anything else but work for one of 
several types of credit agencies. " 


John T. Croteau, writing in the Journal of 
Business of the University of Chicago ("Federal 
Credit Liquidations,'' July 1952), made some 
suggestions by which credit unions might become 
more efficient. Among those suggestions were 
thesetwo: (1) that there shouldbe bonding cover- 
age large enough to protect each organization 
against all possible losses through defalcation 
(not tobe required, but to be supplied voluntarily) 
in order to provide against all losses through em- 
bezzlement; (2) large credit unions, especially, 
should streamline operations by having a loan 
officer to handle the routine work of credit com- 
mittees, thereby releasing those groups to give 
more attention to more important matters. 


Maxwell Stewart, in his Public Affairs pam- 
phlet, says this of the future of credit unions: 


"The ... movement inthe United States is still 
in its infancy. More thanone-fourth of our pres- 
ent credit unions have been formed within the 
last five years. Their seven million members 
are still a smallfraction of America's 20 million 
families with incomes of less than $4,000 (1955). 


"We may assume, then, that the credit unions 
will continue to grow. As they grow, the ideas 
on which they are based willbecome more widely 
understood. Members will learn to use their 
credit unions more than they do now, both for 
obtaining needed cash and for savings. If we are 
to judge by past experience, the growth of the 
credit unions willnot seriously injurethe regular 
commercial credit agencies. It will not alto- 
gether eliminate the illegal lenders since they 
often prey on those unable to join a credit union. 
But the spread of credit unions will help to drive 


down interest rates on all personal loans. If the 
commercial makers of small loans are to com- 
pete successfully with credit unions, they may 
be compelled to make further gains in efficiency 
and further reductions of expenses per dollar of 
loans, thus saving American consumers many 
millions of dollars a year." 


Regarding the courses of action open to credit 
unions, Mr. Stewart agrees with other observers 
who foresee increasing danger that age and great 
success could encourage both conservatism and 
loss of the idealistic motives of the movement. 
In which case, credit unions would probably turn 
into nothing more than just another kind of bank-- 
one "'peculiarly fitted for factory and office work- 
ers.'' On the other hand, the thousands of dedi- 
cated leaders and members may wieldthe strong- 
est influence upon the movement, with the result 
that opinions of religious leaders like Charles 
P. Taft, former president of the National Council 
of Churches of Christ, and of national leaders like 
President Eisenhower will remain valid. Said 
Mr. Taft: 


"Credit unions are a fine opportunity for or- 
dinary people to learn sound principles of finan- 
cial management, in addition to their usual ser- 
vice in providing cooperative credit to the people 
who need it and desire it." 


Said President Eisenhower: 


"The thousands of credit unions now operating 
inthis country exemplify eloquently the American 
ideals of individual enterprise and free initiative. 
While providing through cooperative effort aneed- 
ed source of credit at minimum cost, they have 
promoted in individuals the spurt of thrift and 
independence." 
"The people," said Father Coady, ''can do ten 
times what they think they can." oo 


Next Month: A discussion of some aspects of municipal finance in New Mexico 
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Business 


Index of Business Activity (1947-49 = 100) 


*Sales of Retail Stores (1, 000s) 
Apparel Stores 
Automotive Dealers 
Subsistence Stores 
Furniture and Appliance Stores 
Building Materials Dealers 
Other Retail Stores 


*Sales of Amusement Establishments (1, 000s) 
*Sales of Service Establishments (1, 000s) 
‘sales of Contractors (1, 000s) 

Sales of Wholesalers (1, 000s) 
*Public Utilities'and Carriers’ Sales (1, 000s) 
*Life Insurance Sales (1, 000s) 


*Bank Debits, 36 banks (1, 000s) 

Bank Loans and Discounts, 36 banks (1, 000s) 
Demand Deposits, 36 banks (1, 000s) 

Time Deposits, 36 banks (1, 000s) 

Business Failure Liabilities (1, 000s) b 


Wage Workers in Nonagricultural Establishments 
* in Manufacturing 
in Mining 
in Transportation and Utilities 
in Trade 
in Finance, Insurance, and Real Estate 
in Services and Miscellaneous 
in Government 
in Contract Construction 
Number of Insured Unemployed 
Rate of Unemployment (as per cent of labor force) 


*Building Permits, total 16 cities (1, 000s) 
Residential 
Nonresidential 
Other 


*Petroleum Production (1, 000s of bbls) 
, Natural Gas Production (millions of cu ft) 
Electric Power Production (1,000s of kwhs) 
*Index of Total Metallics Production (1947-49 = 100) 
Mine Production - Copper (1, 000s of Ibs) 
Mine Production - Lead (1, 000s of lbs) 
Mine Production - Zinc (1, 000s of lbs) 
*Mine Production - Potash (1, 000s of tons) 


Index of All Farm Prices (1947-49 = 100) 
Index of Livestock Prices 
Index of Crop Prices 

Receipts from All Farm Marketings (1, 000s) 
Livestock and Products 
Crops 


Bank Debits, 36 banks (1, 000s) 

Bank Loans and Discounts, 36 banks (1, 000s) 
Demand Deposits, 36 banks (1, 000s) 

Time Deposits, 36 banks (1, 000s) 


Wage Workers in Nonagricultural Establishments 
Number of Insured Unemployed 
Rate of Unemployment (per cent of labor force) 


Building Permits, total 16 cities (1, 000s) 
Residential 
Nonresidential 
Other 


Index of All Farm Prices (1947-49 = 100) 
Index of Livestock Prices 
Index of Crop Prices 


Activity in New Mexico 


Per Cent Change 
September 1958 from 


INDEX 
September 1958 


September Year Earlier Aug. Sept. (Average Month 
1958 September 1957 1958 1957 1947-49 = 100) 
272.5 255.7 - 4.3 + 6.6 272.5 
$ 98, 998 $103, 332 -15.8 - 4,2 201.2 
3, 098 3,442 «= §.1 - 10.0 156.4 
27, 076 24,173 - 4,3: + 12.0 202.6 
21, 798 23, 833 -21.1 - 8.5 189.1 
4,056 3, 891 + 1.2 + 4.2 159.5 
11,031 8, 684 - 0.2 + 27.0 226.4 
31, 939 39, 308 -26,3 - 18.7 218.2 
$ 2,290 $ 2,116 +34,5 + 8.2 257.0 
11, 673 10, 781 + 2.1 + 8.3 301.9 
34, 096 34, 541 + 1.3 = 4.3 498.9 
36, 528 33,978 - 7.6 + 7.5 180.8 
11,760 14, 262 -20.7 - 17.5 251.3 
20, 264 19, 735 + 0.2 + 2.7 577.8 
$437, 656 $379, 285 + 3.3 + 15.4 269, 42 
43,778 35, 888 + 6.7 + 22.0 255. 5* 
325, 652 300, 956 + 0.1 * £3 171.9" 
112, 880 96,484 + 1.9 + 17.0 $15.1* 
38 10 +10.3 +275. 0 131.0 
218, 600 212,700 + 0.7 + 2.8 166.0 
22,100 21,200 + 0.9 + 2.39 222.8 
14, 800 18, 200 + 5.0 - 18.7 128.5 
19, 300 20, 800 - 2.0 => 29 128.6 
49, 800 47, 500 0.4 + 4.8 167.6 
8, 500 7,500 0.0 + 13.3 289.6 
27, 900 26, 700 + 4.5 130.0 
55, 800 53,000 + 2.6 + 5.3 195.6 
20, 400 17, 800 - 1.0 + 14.6 161.4 
3,578 2,014 -18,2 + 77.7 -- 
2.03 1.18 -17.8 + 72.0 130.4 
$ 8,970 $ 6,540 -22.7 + 822 355, 9% 
6, 969 4,440 - 6.8 + 57.0 447, 0% 
1,424 1,652 -58.2 - 13.8 209. 9% 
577 448 -20.0 + 28.8 203, 92 
8, 205 7, 334 - 2.9 + 12.9 216.3 
50,070 62,476 - 6.9 - 19.9 311.3 
246, 268 221, 614 -14,1 +111 279.1 
60.5 78.9 +11.5 = 23.3 60.5 
11, 000 10, 312 +11.7 + 6.9 104.1 
40 506 0.0 - 92.1 3.9 
na 3,386 na na na 
1,039 1,105 443.5 - 5.9 259.6 
108.6 96.2 + 4.6 + 12.9 108.6 
116.4 98.3 + 4.5 + 18.4 116.4 
97.6 98.0 + 6.0 - 0.4 97.6 
$ 19,528 $ 10,604 + 50.7 + 84.1 173.8 
15,355 6,381 +124.8 +140.7 235.4 
4,173 4,223 - 33.8 ~ ace 87.9 
Per Cent Change INDEX 
October 1958 from October 1958 
October Year Earlier Sept. Oct. (Average Month 
1958 October 1957 1958 1957 1947-49 = 100) 
$491,728 $415,797 + 12.4 + 18.3 302. 84 
46,899 37,910 + 23.7 273..6* 
342, 282 308, 509 + B38 + 10.9 180. 7? 
113,637 97,305 + 0.7 + 16.8 317, 34 
218,700 213,800 - 0.1 166.0 
3,408 2,405 - 4.8 + 41.7 -- 
3.07 1.43 - 3.0 + 37.8 127.3 
$ 11,023 $ 3,706 + 22.9 +197.4 437, 4 
8,314 2,241 + 19.3 +271.0 533. 37 
2,000 964 + 40.5 +107.5 294. 82 
709 501 + 22.9 + 41.4 250. 62 
110.7 96.2 + 1.9 + 15.1 110.7 
120.1 98.0 + &2 + 22.6 120.1 
95.2 99.6 = 9.5 - 4.4 95.2 


*Indexes for these items are used to compute the Index of Business Activity. 


‘Although the number of reporting units changes, the indexes for these items are comparable with indexes for preceding months. 
>The figures in this series are based on the average of three months' data. 


na - not available 

Sources: 

Retail Sales data: N. M. Bureau of Revenue 
Potash Production: N. M. Bureau of Revenue 


Petroleum and Natural Gas Production: N. M. Oil Conservation 


Commission 


Life Insurance Sales (New Ordinary): Life Insurance Agency 


Management Association 


Wage Workers and Unemployment: N. M. Employment Security 


Commission and U. S. Department of Labor 


Electric Power Production: 


Federal Power Commission 


Metallics Production: U. S. Bureau of Mines 
Farm Prices and Marketings: U. S. Agricultural Marketing 


Service 


Bank data (all series), Building Permits: 


Bureau of Business Research 


Business Failure Liabilities: 


Dun & Bradstreet, Inc. 


Monthly Summary (Continued from Page 1) RETAIL SALES: A Comparison 


PER CENT CHANGE: September '58 from September '57 


Despite a sharp drop from August, the value of a 
building permits (which may forecast building Oo 
activity as much as 18 months) issued in Septem- 
ber was nearly 50 per cent larger than in any 
previous September; and contractors' sales were McKINLEY 
more than 20 per cent above last year's record 
high. In other words, construction continues to +32 £98.58 
VALENCIA 
boom and appears to be nudging our economy to saamaD 
new breath-taking heights. -2 + TORRANCE 
Mining, except perhaps uranium, still lagged. -10 
behind earlier levels. Although copper recovered ‘aie SOCORRO 
somewhat, metallics production performed most LINCOLN 
poorly, compared with earlier years, while oil, 
gas, and potash--those mainstays of New Mexico -14 
mining--also looked sluggish in terms of recent LEA 
records. — 
Early indicators of October business are mixed: +31 — -48 
volume of employment turned down slightly, indi- 
cating a continuation of the September experience; -9 
but banking activity increased substantially; and -16 
the value of -building permits in 16 cities resumed C 
its climb toward a new record, suggesting that +3 New Mexico -4 
construction activity will continue to spur the 
P JLos Alamos +16 
economy for some time. 
Sales Activity in New Mexico Counties 
September 1958 
(add 1, 0008) Retail Stores Others 
Furniture & Building Amusement Service Wholesale 
County Apparel A ive Subsi Appli Material Other Total Places Firms Sales 
Bernalillo $1,191 $ 8,196 $ 5,694 $1,677 $4,999 $10,266 $32, 023 $1,127 $ 4,723 $16, 699 
Catron 0 45 37 3 (a) 38 123 1 2 83 
Chaves 191 1,591 1,291 195 593 1,460 5,321 151 665 1,858 
Colfax 30 480 381 27 133 384 1,435 19 92 256 
Curry 147 882 643 136 248 921 2,977 70 448 909 
De Baca (a) 46 74 4 54 80 258 1 17 28 
Dona Ana 127 1, 334 1,258 142 538 1,120 4,519 7 522 922 
Eddy 148 1,463 1,000 190 323 1,519 4,643 72 791 1,203 
Grant 31 309 480 50 84 453 1,407 24 156 324 
Guadalupe 10 266 187 9 29 95 596 2 15 128 
Harding 0 79 5 0 2 79 165 0 4 11 
Hidalgo 8 189 127 (a) 41 143 508 8 28 492 
Lea 186 1,617 1, 289 248 289 3,301 6,930 33 740 1,588 
Lincoln 9 167 274 8 17 205 740 22 52 79 
Los Alamos 20 148 271 6 6 152 603 20 84 20 
Luna 23 336 270 29 97 184 939 15 80 377 
McKinley 76 1,044 1,270 17 314 1,069 3,850 55 224 1,463 
Mora 2 49 17 26 (a) 70 164 2 5 
Otero 100 825 1,170 140 316 703 3,254 40 235 357 
Quay 33 577 463 29 117 311 1,530 21 133 619 
Rio Arriba 16 399 327 23 76 423 1, 264 2 70 181 
Roosevelt 50 368 331 59 166 279 1,253 22 140 151 
Sandoval 1 87 66 0 6 137 297 0 15 31 
San Juan 123 2,045 1,433 274 1,201 2,278 7,354 88 616 1,741 
San Miguel 30 282 309 82 86 399 1,188 21 99 440 
Santa Fe 196 1,192 1,235 188 498 1,319 4,628 54 663 1,303 
Sierra 3 192 240 20 35 120 610 1l 49 46 
Socorro 11 271 148 15 49 133 627 3 48 142 
Taos 10 237 248 35 23 241 794 8 42 107 
Torrance 1 225 124 0 33 160 543 1 13 55 
Union 20 185 157 10 38 173 583 8 47 49 
Valencia 60 1,058 730 30 195 844 2,917 27 205 275 
Unallocated 245 892 249 324 365 2,880 4,955 241 650 4,583 
Total $3,098 $27,076 $21, 798 $4, 056 $11,031 $31,939 $98,998 $2,290 $11, 673 $36, 528 
(a) Less than $1,000 
Source: School Tax Division, N. M. Bureau of Revenue 19 
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